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In  the  Senate  of  the  United  States, 

September  5  ( calendar  day ,  September  12),  191 J. 

Resolved,  That  the  manuscript  submitted  by  Mr.  Fletcher  on  June 
26,  1914,  entitled  “The  people’s  banks  in  North  America,”  by  H. 
Michell,  M.  A.,  department  of  politic  and  economic  science,  Queen’s 
University,  Kingston,  Ontario,  be  printed  as  a  Senate  document. 
Attest : 

James  M.  Baker, 

Secretary, 

By  H.  M.  Rose, 

Assistant  Secretary. 
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LETTER  OF  TRANSMITTAL. 


Southern  Commercial  Congress, 

Washington ,  D.  C.,  June  12,  1914 • 

Ion.  Duncan  U.  Fletcher, 

United  States  Senate,  Washington,  D.  C. 

My  Dear  Senator  Fletcher:  The  Southern  Commercial  Con¬ 
gress  assembled  the  American  commission  with  which  was  associated 
he  United  States  commission  appointed  by  President  Wilson  for  the 
tudy  of  agricultural  cooperation  in  European  countries.  These  com- 
nissions  have  submitted  their  reports  that  have  been  published  as 
Senate  documents. 

A  production  has  been  prepared  by  H.  Michell,  M.  A.,  department 
>f  politic  and  economic  sicence,  Queen’s  University,  Kingston, 
Ontario,  and  addressed  to  the  Southern  Commercial  Congress  on  the 
ubject,  “  People’s  banks  in  North  America.”  The  manuscript  is  a 
urvey  of  the  Desjardins  system  of  cooperative  banks  in  Canada  and 
heir  adoption  in  the  United  States. 

In  view  of  the  scarcity  of  material  available  on  this  important 
ubject  as  to  achievements  in  North  America,  I  have  the  honor  to 
ubmit  the  article  to  you  and  urge  that  it  be  presented  to  the  Senate 
»f  the  United  States  for  publication. 

Respectfully, 

Clarence  J.  Owens, 

Managing  Director. 


PEOPLE’S  BANKS  IN  NORTH  AMERICA. 


It  is  an  oft-repeated  truism  that  in  our  search  for  the  beautiful,  the 
wonderful,  or  even  the  successful  we  are  too  prone  to  overlook  that 
which  lies  at  our  very  door  and  to  imagine  that  we  must  search  afar 
before  we  find  what  will  arouse  our  enthusiasm.  How  often  are  Amer¬ 
icans  adjured  to  see  America  first  ?  Proud  as  we  on  both  sides  of  the 
boundary  are  of  all  that  is  great  and  noble  and  praiseworthy  in  our 
midst,  yet  only  too  often  do  we  overlook  what  is  among  us  and  are 
too  ready  to  despise  the  day  of  small  beginnings  and  fail  to  realize 
that  the  acorn  of  to-day  will  be  the  giant  oak  of  future  years. 

Unknown  to  the  vast  majority,  unseen  by  even  the  greater  part  of 
social  workers  and  students,  and  unacclaimed  by  popular  applause 
there  has  been  slowly  and  very  surely  growing  up,  first,  in  the  Prov¬ 
ince  of  Quebec,  and,  latterly,  in  the  States  of  .New  Hampshire  and 
Massachusetts,  a  chain  of  cooperative  banks  which  have  inaugurated 
a  movement  that  is  undoubtedly  fraught  with  results  far-reaching  in 
their  extent  and  beneficent  in  their  achievement. 

Fourteen  years  ago,  in  the  little  town  of  Levis,  on  the  St.  Lawrence 
River,  just  opposite  the  city  of  Quebec,  a  French-Canadian  gentleman 
was  studying  the  problem  of  transplanting  to  his  native  Province  some 
such  system  of  cooperative  banking  as  was  flourishing  on  the  Continent 
of  Europe.  M.  Alphonse  Desjardins  made  haste  slowly.  The  first 
thing  to  do  was  to  study  with  minute  care  all  the  different  systems  in 
Europe  connected  with  the  names  of  Raiffeisen,  Schulze,  Luzzatti,  and 
others  and  to  note  how  their  primary  conceptions  had  been  modified 
or  expanded  to  suit  the  varying  conditions  in  other  countries  where 
their  systems  had  been  introduced.  He  finally  decided  that  the  sys¬ 
tem  inaugurated  by  Signor  Luigi  Luzzatti  in  Italy  was  the  most  suit¬ 
able  to  serve  as  a  model.  With  certain  modifications,  which  will  be 
noted  later,  and  determined  to  put  his  decisions  to  the  test,  M.  Des- 
ardins  took  the  plunge.  In  September,  1900,  he  invited  a  few  friends 
do  his  house  to  discuss  his  schemes.  An  informal  committee  was 
firmed  to  draft  a  provisional  constitution  and  to  take  pledges  for 
shares  in  the  new  bank  to  be  inaugurated,  it  being  arranged  that  these 
shares  should  be  paid  for  by  installments  later.  On  December  6  a 
mblic  meeting  was  held,  attended  by  about  50  of  the  more  intelligent 
citizens  of  Levis,  the  constitution  and  by-laws  were  formally  adopted, 
md  the  first  tiny  “caisse  populaire  ”  was  launched. 

LOCAL  CONDITIONS  IN  QUEBEC. 

Before  pursuing  the  history  of  the  movement  it  would  be  as  well 
x>  make  a  brief  survey  of  the  local  conditions  among  which  this  modest 
beginning  was  made. 

The  people  of  the  Province  of  Quebec  are,  of  course,  preponder- 
itingly  of  French  extraction,  the  descendants  of  the  colonists  of 
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“New  France”  who  passed  under  the  British  flag  after  the  peace  of 
Paris  in  1763,  augmented  by  a  small  but  fairly  steady  influx  of  fresh 
blood  from  the  old  land. 

The  French-speaking  race  has  always  been  noted  for  a  tendency  to 
hoard  its  money.  Had  Bismarck  known  that  the  stocking  of  the 
French  peasant  was  so  well  lined  he  would  have  demanded  twice  the 
indemnity  he  did  after  the  war  of  1870.  And  this  spirit  has  followed 
the  French  colonists  in  Quebec. 

Besides  this  innate  instinct  to  save,  the  early  history  of  banking 
in  the  Province  had  not  been  of  such  a  character  as  to  inspire  confi¬ 
dence  in  any  system.  Prior  to  the  setting  up  of  the  Dominion  of 
Canada  by  the  confederation  of  the  Provinces  in  1867,  the  laws  con¬ 
cerning  banking  in  lower  Canada,  i.  e.,  Quebec,  were  very  lax  and  gave 
opportunity  for  many  frauds  to  be  perpetrated.  The  Province  be¬ 
came  a  happy  hunting  ground  for  the  founder  of  spurious  banks, 
whose  only  anxiety  was  to  foist  on  the  public  the  maximum  amount 
possible  of  worthless  bank  notes.  This  was  not  a  very  difficult  mat¬ 
ter,  since  the  crisis  of  1837  had  necessitated  the  suspension  of  specie 
payments  by  banks  on  both  sides  of  the  border,  and  there  was  in 
consequence  a  very  serious  shortage  in  the  media  of  exchange.  The 
engineers  of  these  swindles  did  not  attempt  to  float  their  spurious 
notes  in  the  Province  of  Quebec,  where  their  ostensible  headquarters 
were,  but  farther  west,  in  upper  Canada,  now  Ontario,  and  in  the  States 
to  the  south,  and  in  this  they  were  very  successful.  In  due  course 
the  notes  made  their  way  back  to  Quebec  for  redemption,  and  very 
soon  investigation  showed  up  the  whole  swindle  and  lists  were  pub¬ 
lished  giving  the  names  of  all  issues  of  bogus  notes. 

These  lists,  circulated  broadcast,  had  the  effect  of  intensifying  and 
deepening  the  already  strong  antipathy  of  the  French  Canadian 
to  all  forms  of  banking,  and  this  distrust  has  endured  until  to-day, 
although  beginning  of  late  to  give  way  slowly.1 

In  a  country  such  as  Canada,  where  banking  facilities  and  the 
organization  of  credit  are  most  necessary  for  the  commercial  develop¬ 
ment  of  a  young  and  progressive  society,  such  an  innate  antipathy 
to  the  modern  developments  of  banking  in  any  one  particular  Province 
can  not  be  but  detrimental  to  it,  and  M.  Desjardins  was  fully  aware 
of  the  fact  that  his  less  enlightened  compatriots  were  not  reaping 
the  benefits  of  modern  methods  of  finance  as  were  the  inhabitants  of 
the  English-speaking  Provinces,  and  this  disadvantage  he  determined 
to  conquer. 

His  action  in  forming  the  first  modest  association  in  Levis  was  an 
act  of  faith  and  courage,  and  yet  it  can  not  be  said  that  it  was  alto¬ 
gether  a  leap  in  the  dark.  Such  a  name  may  only  rightly  be  given 
to  an  enterprise  undertaken  blindly,  a  forlorn  hope  entered  upon  with 
little  confidence  in  its  final  result.  Such  was  very  far  from  being  the 
case  with  M.  Desjardins. 

As  has  already  been  said,  he  did  not,  like  too  many  enthusiasts, 
rush  into  the  enterprise  without  preliminary  investigation  into  the 
past  history  of  similar  endeavors  elsewhere.  He  had  studied  the 

1  I  am  indebted  to  Mr.  Hector  Macpherson’s  Dissertation,  presented  to  the  University  of  Chicago  in 
1910,  on  “  Cooperative  credit  associations  in  the  Province  of  Quebec”  for  many  of  these  details  and  for  much 
valuable  information.  See  also  History  of  Banking  in  Canada,  by  R.  M.  Breckenridge,  in  the  publica¬ 
tions  of  the  National  Monetary  Commission,  1910.  It  must  also  be  remembered  that  the  French-Canadian 
“habitant”  was  in  the  past,  and  to  a  certain  extent  is  still,  very  self-centered  and  secretive,  content  to  live 
his  own  life  untroubled  by  the  progress  of  the  world. 
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question  closely,  not  only  from  books  but  by  correspondence  with  the 
leaders  of  the  movement  in  Europe,  and  he  saw  that  conditions  in 
the  Province  of  Quebec  did  not  differ  very  materially  from  those 
prevalent  in  Germany  or  Italy,  where  different  systems  of  cooperative 
banking  had  been  highly  successful.  In  the  first  place,  he  had  to 
deal  with  a  peculiarly  static  form  of  society.  Families  lived  in  the 
same  village,  even  in  the  same  house,  for  generations,  and  in  this  way 
a  very  marked  homogeneity  and  cohesiveness  had  been  attained,  well 
suited  to  a  system  which  depends  on  localization,  and  an  association 
where  every  member  is  known  and  appraised  by  his  fellows,  and 
where  a  defalcation  to  the  bank  would  bring  social  ostracism  to  the 
offender  among  the  villagers,  who  are  also  shareholders,  and  who  thus 
stand  to  lose  by  his  failure  to  meet  his  liabilities.  This  localizing  of 
the  operations  of  the  banks  is  one  of  the  most  important  features 
of  the  whole  system,  the  restriction  of  working  within  the  confines  of 
the  provincial  electoral  district  having  been  imposed,  at  M.  Desjar¬ 
dins’s  wish,  by  the  Quebec  syndicates  act  of  1906.1 

Secondly,  both  in  the  new,  as  well  as  in  the  old,  the  scourge  of  the 
usurer  had  been  felt,  to  a  far  less  degree  it  must  be  admitted  in  Que¬ 
bec,  and  yet  a  system  of  very  long  and  ultimately  usurious  credits  at 
the  country  stores  had  grown  up  to  a  large  extent,  a  system  wholly 
bad  in  every  way.2 

Thirdly,  in  both  Canada  and  Europe  the  founders  of  the  banking 
system  had  to  deal  with  a  population  who,  although  they  may  not 
have  been  aware  of  it  and  may  have  been  even  actively  hostile  to  it, 
were,  nevertheless,  in  great  need  of  a  system  of  cheap  and  easy  bank 
loans;  the  task  was,  therefore,  largely  an  educative  one. 

Fourthly,  M.  Desjardins  had  from  the  very  outset  the  willing  and 
enthusiastic  cooperation  of  a  powerful  clergy.  The  Church  of  Rome 
has  always  been  favorable  to  all  forms  of  cooperation,  and  especially 
in  Italy  the  parish  priests  are  often  found  at  the  head  of  the  people’s 
banks. 

When  we  say,  therefore,  that  the  act  of  founding  the  first  caisse 
populaire  in  the  town  of  Levis  was  an  act  of  faith  on  the  part  of 
M.  Desjardins  we  must  qualify  that  statement  by  adding  that  it  was 
faith  strengthened  by  a  settled  conviction  that,  given  a  fair  field, 
with  health  and  strength  and  the  willing  help  of  friends,  the  hope — 
nay,  even  the  certainty — of  ultimate,  if  not  immediate,  success  was 
fairly  certain.  And  so,  animated  b}T  these  considerations  and  full  of 
enthusiasm  for  his  enterprise,  M.  Desjardins  opened  the  first  caisse 
populaire  in  his  own  house  at  Levis. 

The  little  town  of  Levis,  with  about  7,000  inhabitants,  draws  its 
support  from  both  urban  and  rural  districts.  Situated  immediately 
opposite  Quebec,  it  is  in  touch  with  the  larger  city,  while  at  its  back 
lies  a  large  farming  district.  Railway  employees,  men  working  in 
the  Atlantic  and  inland  shipping  trade,  workers  in  a  couple  of  foun¬ 
dries,  two  machine  shops,  a  shoe  factory,  and  other  smaller  industries, 
make  up  the  bulk  of  the  population.  Such  a  small  town,  character¬ 
istic  of  scores  of  others  in  Canada,  offered  an  almost  perfect  ground 
for  such  an  experiment.  M.  Desjardins  was  a  native  of  the  place, 


1  This  legislative  constriction  of  the  area  of  operations  has  not  been  reproduced  in  the  law  of  the  Com¬ 
monwealth  of  Massachusetts,  chapter  419  of  the  acts  of  1909  relating  to  credit  unions,  although  it  is  recom¬ 
mended  in  the  pamphlet  published  by  the  bank  commissioner. 

2  Cf.  statement  on  this  point  in  the  experience  of  the  caisse  populaire  de  St.  Jean  Baptiste  at  Lynn, 
Mass. 
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known  and  respected  by  all.  A  journalist  by  profession,  now  an 
official  in  the  House  of  Commons  at  Ottawa,  his  means  were  sufficient 
to  allow  him  to  give  his  services  gratuitously,  and  from  the  large 
system  that  has  since  grown  up  M.  Desjardins  has  never  received 
any  pecuniary  reward,  the  gratitude  of  those  to  whom  he  has  shown 
the  blessings  of  thrift  being  the  greatest  compensation  he  could 
wish  for. 

The  first  parent  bank  was  an  immediate  success.  After  an  exist¬ 
ence  of  four  years  (in  November,  1904)  it  had  total  assets  of  $32,- 
567.55  and  had  loaned  out  nearly  $85,000  in  754  loans.  In  1909  its 
total  assets  were  $102,870.35;  during  the  course  of  that  year  it 
loaned  out  $110,404.47  in  638  loans,  and  by  the  end  of  1913  its 
assets  were  $266,385.03. 

EXPANSION  OF  THE  SYSTEM. 

Between  1900  and  1906  only  one  other  bank  was  inaugurated;  the 
reason  being  D  of  old.  First,  a  prudent  desire  on  the  part  of  M. 
Desj  ardins  to  test  thoroughly  his  theory  before  allowing  the  idea 
to  spread  further,  and,  secondly,  the  fact  that  until  1906  the  banks 
were  working  without  any  legal  recognition  or  protection  of  any  kind. 
In  that  year  the  Quebec  syndicates  act  was  passed  by  the  local  legis¬ 
lature  of  the  Province,  and  a  bill  along  similar  lines  was  introduced 
into  the  Dominion  Parliament.  A  select  committee  was  appointed 
to  inquire  into  the  whole  matter,  and  before  it  M.  Desjardins  ex¬ 
pounded  his  principles.  The  committee  reported  warmly  in  favor 
of  the  bill  and  it  passed  the  Commons.  In  the  Senate  it  was  rejected, 
in  spite  of  favor  from  the  highest  quarters,  on  the  plea  that  it  was 
more  a  subject  for  the  provincial  legislature  than  the  Dominion — the 
opposition  of  the  mercantile  interests,  who,  although  not  unfavorable 
to  the  purely  banking  side  of  the  bill,  bitterly  opposed  the  clauses 
designed  to  cover  the  inauguration  of  consumers  or  producers’ 
cooperative  associations  as  well,  had  been  too  much  for  it.  A  second 
bill  was  subsequently  introduced,  but  was  no  more  successful  than 
before. 

The  movement,  however,  protected  as  it  was  in  Quebec,  made 
phenomenal  strides.  In  the  year  1907,  3  more  caisses  were  founded, 
in  1908,  11,  in  1909,  15,  and  by  the  end  of  1913  there  were  in  existence 
no  fewer  than  141,  of  which  122  were  in  Quebec,  19  in  Ontario,1  and 
besides  these  there  have  been  inaugurated  39  in  the  State  of  Massa¬ 
chusetts  and  1  in  the  State  of  New  Hampshire.  In  the  latest  report 
of  the  bank  commissioner  at  Boston,  showing  the  progress  made 
during  1913,  it  is  stated  that  34 2  credit  unions  had  made  their  annual 
reports,  showing  assets  of  $185,151.57,  an  increase  of  $91,017.16  over 
last  year,  and  a  membership  of  4,529.  Their  total  receipts  had  been 
$394,994.32,  and  their  total  loans  $146,740.53. 

THE  MOVEMENT  IN  MASSACHUSETTS. 

With  regard  to  the  expansion  of  the  system  in  the  State  of  Massa¬ 
chusetts,  the  following  particulars  may  be  of  interest.3  Of  the  39 

1  In  Ontario  the  caisses  popnlaires  work  without  any  legal  status  or  protection  whatever. 

2  Five  had  been  granted  charters  but  had  not  commenced  business. 

3 1  am  indebted  to  the  courtesy  of  Mr.  H.  F.  Taylor,  of  the  office  of  the  bank  commissioner  at  Boston, 
for  these  particulars. 
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credit  unions  operating  in  Massachusetts  under  the  act  authorizing 
the  incorporation  of  credit  unions  in  the  Commonwealth  of  Massa¬ 
chusetts  (ch.  419,  of  1909),  20  have  been  established  among  people 
of  the  Jewish  faith,  and  while  they  have  as  a  whole  been  conducted 
on  safe  lines,  circumstances  have  arisen  in  the  case  of  several,  such 
as  bad  business  conditions,  that  would  not  justify  the  statement 
that  they  are  all  uniformly  successful.  Ten  unions  have  been  estab¬ 
lished  among  the  parishes  of  the  French  Catholic  Churches,  and  in 
every  instance  but  one  have  been  very  successful,  a  result  undoubtedly 
attained  by  the  personal  interest  shown  in  the  organization  by  the 
priest  in  charge.  In  the  one  case  of  failure  the  cause  has  been 
through  the  inability,  through  pressure  of  other  duties  and  not  from 
lack  of  will,  of  the  priest  to  give  any  attention  to  the  affairs  of  the 
union.  Two  unions  were  formed  among  the  Italian  settlements  in 
Boston,  in  neither  case  with  very  satisfactory  results;  in  the  case  of 
one  of  them  the  bank  commissioners  have  had  to  step  in  and  try  to 
straighten  out  the  tangle  into  which  it  had  got.  The  other  has  im¬ 
proved  and  is  now  in  a  stronger  position  than  during  the  first  year 
of  its  activities. 

The  credit  union  formed  among  the  employees  of  the  American 
Express  Co.  has  been  from  the  first  uniformly  successful,  a  result 
most  undoubtedly  due  to  the  character  of  the  men  behind  the  union. 
It  has  been  conducted  on  business  principles  from  the  very  beginning, 
and  has  succeeded  in  rescuing  its  members  from  the  clutches  of  the 
loan  shark.  A  similar  success  arising  from  precisely  the  same  cause, 
namely,  efficient  management,  has  attended  the  credit  union  con¬ 
nected  with  the  Women’s  Educational  and  Industrial  Association, 
Boylston  Street,.  Boston.  In  this  case  people  of  a  great  deal  of 
ability  have  given  their  time  and  enthusiasm  to  the  union,  and  have 
succeeded  most  admirably  in  making  it  an  immense  power  for  good 
in  the  lives  of  many  working  men  and  women. 

One  credit  union  established  in  connection  with  a  departmental 
store  has  dissolved,  as  there  seemed  to  be  no  reason  for  its  existence, 
the  employees  of  this  corporation  being  well  served  by  other  organi¬ 
zations  existing  in  connection  with  the  store,  while  another  union 
established  among  the  employees  of  a  publishing  company  has  been 
conducted  on  sound  lines  and  has  been  very  successful. 

With  regard  to  the  whole  situation  the  bank  commissioner  says  in 
his  report  for  1914  (p.  xxvi) : 

The  success  of  many  of  these  organizations  which  are  now  doing  business  seems 
assured,  and  it  appears  equally  certain  that  their  usefulness  will  broaden  as  time  goes 
on.  The  field  is  not  nearly  exhausted  and  these  unions  can  not  fail  to  be  an  estab¬ 
lished  feature  in  the  community.  A  little  unselfish  work  at  their  formation,  coupled 
with  a  display  of  sane  executive  ability  on  the  part  of  their  organizer,  is  bound  to 
prove  the  necessity  for  their  existence  and  their  power  for  good.1 

EVIDENCE  FROM  LYNN. 

It  will  be  of  interest  here  to  quote  from  the  experience  of  the 
credit  union  inaugurated  under  the  guidance  of  M.  Desjardins  in 
September,  1911,  in  the  parish  of  St.  Jean  Baptiste,  of  Lynn,  Mass., 
the  balance  sheet  issued  on  March  31 ,  1914,  being  here  printed  in  full. 


1  The  Massachusetts  Credit  Union,  of  78  Devonshire  Street,  Boston,  is  an  organization  which,  to  quote 
its  prospectus,  “  Proposes  to  devote  its  energies  to  fostering  the  organization  of  new  credit  unions  and  to 
lending  moral  and,  whenever  necessary,  financial  support  to  credit  unions  already  in  existence.” 
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La  Caisse  Populaire  de  St.  Jean  Baptist  de  Lynn,  Mass. — Credit  Union. 


#  t 

[Incorporated  under  the  provision  of  chapter  419,  acts  of  1909.  Organized  on  the  22d  of  March  and  incor¬ 
porated  on  the  29th  of  September,  1910.  Business  begun  on  the  7th  of  October,  1910.  Fourth  fiscal 
year.] 

Statement  on  Mar.  31,  1914 . 


Assets. 

Liabilities. 

Loans .  $20,210.80 

Cash .  8, 560. 79 

Share  capital .  $17, 181. 86 

Savings  deposits .  10, 366. 79 

Total  assets .  28, 771. 59 

General  expenses .  83. 75 

Total  liabilities .  27, 548. 65 

Profits  of  the  current  year .  516. 02 

Entrance  fee .  $94.05 

Reserve  fund .  602.69 

Provident  fund .  93.93 

790.67 

28, 855.34 

28, 855. 34 

• 

General  turnover  on  Mar.  31,  1914. 


Receipts. 

Disbursements. 

Share  capital . 

.  $20,905.63 

Withdrawals  on  shares . 

. .  $3, 723. 77 

Saving  deposits . 

.  21,679.79 

W  ithdrawals  on  savings . 

..  11,313.00 

Reimbursements  on  loans . 

.  8,  270. 20 

Loans . 

. .  28,  489. 00 

Entrance  fees . 

$505. 40 

Interest  on  savings . 

234. 23 

Profits . 

2,318.83 

Dividends . 

985. 31 

-  2, 824. 23 

Expenses . 

381.75 

Interest  on  savings . 

234.23 

Cash . 

. .  8,  560.  79 

Dividends . 

985.31 

Expenses . 

381.75 

Reserve  fund . 

602.69 

Provident  fund . 

93.93 

On  hand  and  in  bank . 

526. 32 

2, 824.23 - 

• 

53, 687. 85 

53, 687. 85 

Shareholders,  532;  depositors,  197;  borrowers,  46;  not  one  cent  of  loss;  500  school  depositors  out  of  650 
children  pupils  in  the  school. 


This  parish  of  some  850  families,  under  the  kindly  sway  of  the 
Rev.  Father  J.  B.  Parent,  has  felt  the  full  benefits  of  the  salutary 
influence  of  the  lessons  of  thrift.  Father  Parent  states  that  three- 
quarters  of  the  people  of  his  flock  did  not  even  understand  what 
thrift  was,  far  less  practice  it,  and  he  would  even  go  so  far  as  to  state 
that  he  is  convinced  that  before  the  institution  of  the  caisse  there 
were  not  50  individuals  among  his  parishioners  who  had  money  in 
any  bank.  Thanks  to  the  new  order  of  things,  the  majority  of 
members  are  now  paying  cash  at  the  stores  for  all  goods  bought, 
long  credits  having  almost  vanished.  This  fact  accounts  for  the 
curiously  small  number  of  borrowers  (46),  the  new  lessons  of  thrift 
having  delivered  them  from  the  necessity  of  even  going  to  the  credit 
union  for  help,  much  less  to  the  loan  sharks.  The  majority  of  the 
loans  granted  have  been  utilized  by  borrowers  for  the  purpose  of 
buying  the  houses  in  which  they  live,  the  loans  being  reimbursed  by 
monthly  instalments  in  sums  equaling  the  monthly  rent  previously 
paid  by  them,  plus  interest  on  the  capital  sum  borrowed  from  the 
caisse.  A  few  loans  have  also  been  made  to  save  borrowers  from 
the  extortions  of  the  loan  sharks.  When  it  is  remembered  that 
every  one  delivered  from  their  clutches  will  in  all  probability  become 
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an  enthusiastic  missionary  in  the  cause  of  the  credit  unions,  it  can 
be  seen  what  a  potent  factor  such  institutions  may  become  in  the 
future  in  the  fight  against  such  pests.  In  this  history  is  but  repeating 
itself.  When  Raiffeisen  commenced  his  work  in  Germany  in  1848 
the  plague  of  usury  had  reached  a  pitch  unparalleled  before  or  after 
among  the  agricultural  population.  Police  regulations  and  laws 
were  wholly  ineffective,  but  Raiffeisen  and  his  followers  cleaned  the 
scourge  right  up.  “Usury  can  be  fought  effectively  only  at  close 
quarters”  is  the  celebrated  saying  of  the  French  Economist  Say, 
and  the  peoples’  banks  are  carrying  out  the  maxim  to  the  very  letter. 

Father  Parent  is  particularly  enthusiastic  over  the  excellent  re¬ 
sults  attained  by  his  school  savings  bank,  where  deposits  of  1  cent 
are  received.  Out  of  a  total  attendance  of  650,500  of  the  children 
are  now  regular  depositors,  and  several  hundred  dollars  have  already 
been  raised.  The  teachers  find  the  examples  of  thrift  evinced  thereby 
an  invaluable  adjunct  to  the  lessons  of  manners  and  morals  which 
they  are  constantly  striving  to  impart.1  Already,  he  says,  the  prac¬ 
tical  results  are  being  seen  in  the  fact  that  young  men  who  began 
saving  at  school  when  the  school  savings  bank  was  started  some 
years  ago,  came  to  the  parish  banks  to  make  deposits,  habit  being 
stronger  than  the  surrounding  temptations  to  spend. 

Father  Parent  has  never  had  any  difficulties  worth  mentioning  in 
the  organization  and  management  of  the  bank,  he  having  been  helped 
by  the  most  devoted  band  of  lieutenants.  The  secret,  he  says,  lies 
in  the  power  to  inspire  confidence  among  the  members  of  the  associa¬ 
tion  in  their  own  nominees  and  officers.  Laboring  men  he  has  found 
believe  innately  that  no  one  of  their  own  class  can  be  found  capable 
of  administering  such  an  institution;  a  most  mistaken  idea,  the  very 
contrary  being  the  case  in  fact.  This  opinion  has  been  fully  indorsed 
by  M.  Desjardins,  who  says  he  has  invariably  found  that  laboring 
men,  even  of  the  very  humblest  class,  when  intrusted  with  the  re¬ 
sponsibility  of  managing  the  bank,  are  most  prudent  in  their  deal¬ 
ings,  and  also  extraordinarily  considerate  in  their  treatment  of  their 
fellow  workers  in  the  association — a  most  delightful  trait  and  worthy 
of  all  praise. 

NEW  HAMPSHIRE. 

The  evidence  from  New  Hampshire,  while  not  being  of  so  striking  a 
character  as  that  from  Boston,  yet  brings  out  clearly  several  points  of 
interest.  The  only  credit  union  as  yet  inaugurated  in  that  State  is 
the  St.  Mary’s  Cooperative  Credit  Association,  of  Manchester  (La 
Caisse  Populaire  Ste.  Marie),  of  which  the  last  balance  sheet  is  here¬ 
with  printed.  This  association  was  incorporated  by  the  special  act 
of  the  State  legislature  on  April  6,  1909,  and  owes  its  origin  to  the 
enthusiasm  of  the  late  Monsignor  Pierre  Hevey,  who  founded  it  under 
the  advice  and  direction  of  M.  Desjardins. 

It  is  to  be  noted  that  the  State  legislature  did  not  pass  any  general 
statute  under  which  such  associations  could  be  formed,  holding  that 
until  their  charter  and  working  was  better  understood  none  should  be 
permitted  without  a  special  charter  from  the  State. 


1  It  is  worthy  of  note  that  there  are  now  in  the  Province  of  Quebec  close  upon  2,000  of  such  penny  banks 
in  connection  with  the  schools,  in  addition  to  those  operated  by  the  caisses  populates. 
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The  St.  Mary’s  Association  has  undoubtedly  been  managed  well  and 
cautiously,  the  directors  and  manager  all  serving  without  any  remu¬ 
neration  whatever.  Up  to  June,  1J)13,  the  offices  were  in  a  private 
house,  for  which,  of  course,  no  rent  was  paid,  but  an  increase  of  busi¬ 
ness  has  now  compelled  the  association  to  open  an  office  for  bank 
purposes,  business  being  done  four  days  a  week  only  in  the  evenings 
from  7  to  9  p.  m.  I 

The  association  has  now  750  members,  all  stockholders,  210  of  them 
being  either  past  or  present  borrowers  from  the  bank.  Not  more  than 
$200  can  be  deposited  as  capital  stock  by  each  member,  although  the 
charter  allows  $500,  and  an  entrance  fee  of  15  cents  is  payable  on 
every  $5  share.  A  dividend  of  5  per  cent  per  annum  has  been  paid 
on  the  capital  stock  and  4  per  cent  on  savings  deposits.  Real  estate 
mortgages  bring  in  5  per  cent,  while  personal  mortgages  and  prom¬ 
issory  notes  are  at  6  per  cent,  the  reason  being  that  on  these  a  State 
tax  of  three-fourths  of  1  per  cent  is  payable  annually  to  the  State 
treasurer. 

A  “  scholars’  caisse”  has  been  inaugurated  in  the  parish  schools, 
where  the  children  can  deposit  their  pennies,  and  in  four  years  over 
$3,000  has  been  thus  collected,  providing  an  invaluable  lesson  in 
thrift. 

By  the  terms  of  its  charter  the  operations  of  the  bank  are  confined 
to  the  city  of  Manchester  and  in  actual  practice  has  not  extended 
beyond  the  French  Roman  Catholic  element.  This  has  led  to  the 
opinion  being  held  in  some  quarters  that  the  management  of  the 
bank  has  been  somewhat  too  conservative  and  that  the  death  of 
Mgr.  Hevey  left  them  without  an  energetic  head  who  would  push 
the  association.  However  this  may  be,  there  can  be  no  doubt  that 
if  the  committee  has  erred  on  the  side  of  caution,  yet,  in  the  opinion 
of  the  bank  commissioner  of  New  Hampshire,  the  policy  pursued  has 
otherwise  been  eminently  satisfactory. 

The  State  of  New  Hampshire  is  well  served  by  numerous  savings 
banks  and  building  and  loan  associations,  and  there  can  be  little 
doubt  that  many  consider  these  institutions  already  quite  able  to 
meet  the  needs  of  the  community  from  the  pecuniary  standpoint. 
While  this  is  the  case,  competent  judges  view  the  work  of  the  St. 
Mary’s  Association  with  great  approval  and  consider  that  the  bene¬ 
fits  which  it  confers  on  its  members,  both  financially  and  through 
the  premium  it  puts  on  good  character  and  thrift,  are  very  real  and 
most  praiseworthy.1 

St.  Mary's  Cooperative  Credit  Association ,  Apr.  30,  1914. 


Assets  * 

Pocketbook  (loans) .  $57,  569.  39 

On  hand . .  4,  553.  35 


62, _  122.  74 


Liabilities : 

Capital  stock . . .  14,699.59 

Savings . . . . .  46, 146.  95 

Guaranty  fund .  932.43 

,  .  Undivided  profits .  343.  77 


62, 122.  74 


1 1  am  indebted  to  the  bank  commissioner,  Concord,  N.  H.,  for  particulars  and  criticism,  and  also  to 
Mr.  F.  J.  Houlne,  the  present  manager,  for  the  balance  sheet  and  other  information. 
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GENERAL  MOVEMENT  SINCE  FOUNDATION  TO  APR.  30,  1914. 


Paid  in: 

Capital  stock. 

Savings.. - 

Paid  on  loans 

Profits . 

Entrance  fees 


$19,  869.  42 
103,  517.  81 
30,  570.  54 
4,  822. 17 
461.  50 


159,  341.  44 


Paid  out: 

Withdrawals  on  capital  stock. . . . 
Withdrawals  on  savings  deposits. 

Loans . 

Interest  paid  on  savings  deposits 
Dividends  paid  on  capital  stock. 

Expenses . 

Cash  in  hand . 


5, 169.  83 
57,  370.  86 
88, 139.  93 
1,  515.  02 
1,  470.  65 
1,  021.  80 
4,  553.  35 


BANK  FUND  APR.  30,  1914. 

Received  to  date: 

Entrance  fees . . 

Interest  paid  on  loans . 


159,  341.  44 

461.  50 
4,  822. 17 


5,  283.  67 

Paid  to  date: 

Expenses .  $1, 021.  80 

Interest  paid  on  savings  deposits .  1,  515.  02 

Dividends  paid  on  capital  stock .  1,  470.  65 

-  4,  007.  47 


1,  276.  20 


Guaranty  fund . .  932.  43 

Surplus .  343.  77 


Manchester,  N.  H.,  May  1,  1914. 


1,  276.  20 

F.  J.  Houlne,  Manager. 


JEWISH  COOPERATIVE  CREDIT  UNIONS. 

Undoubtedly  a  very  excellent  movement  among  Jewish  farmers  has 
been  inaugurated  by  the  Jewish  Agricultural  and  Industrial  Aid 
Society,  of  174  Second  Avenue,  New  York. 

The  Jewish  farmers’  cooperative  credit  unions — the  first,  and  so  far 
the  only,  cooperative  agricultural  credit  banks  on  American  soil — had 
their  origin  in  1911,  when  three  were  organized. 

During  the  year  1912,  5  more  were  added  to  the  list,  and  9  in  1913, 
making  a  total  of  17  in  operation.  Eight  of  these  are  located  in  New 
York,  five  in  New  Jersey,  and  four  in  Connecticut.  Each  of  them 
raised  1500  or  more  from  the  sale  of  shares  to  members,  and  the  aid 
society  loaned  them  each  $1,000  with  which  to  begin  operations. 
These  are  all  voluntary  and  unincorporated  organizations,  but  it  is 
intended  that  those  in  New  York  shall  come  under  the  credit  union 
law  of  the  State  at  once.1 


1  Chapter  369  of  the  laws  of  New  York  became  law  Apr.  16, 1914. 
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The  Jewish  Agricultural  and  Industrial  Aid  Society  is  an  offshoot 
of  the  Baron  de  Hirsch  Foundation,  which  came  into  existence  in 
1890. 

From  its  very  inception  the  Baron  de  Hirsch  fund,  among  its  other  activities,  made 
loans  to  Jewish  farmers.  Ten  years  later  the  Jewish  Agricultural  and  Industrial  Aid 
Society  was  incorporated  specially  to  look  after  the  agricultural  end  of  the  Baron  de 
Hirsch  fund  work.  All  agricultural  matters  were  then  turned  over  to  the  newly 
organized  society.  It  can  therefore  be  said  that  this  Jewish  aid  society,  together  with 
the  loans  made  by  its  present  organization,  has  been  engaged  in  the  land-credit  business 
close  to  20  years.  The  land-credit  system  of  that  society  is,  accordingly,  the  oldest 
extant  in  the  United  States.1 

It  will  thus  be  seen  that  these  credit  unions  preceded  the  Desjardins 
system,  but  it  is  extremely  significant  that,  as  has  been  said  already, 
it  is  intended  that  all — at  least  in  the  State  of  New  York — shall  come 
under  the  credit  union  law,  in  the  framing  of  which  M.  Desjardins 
was  consulted  and  his  advice  followed.  While,  therefore,  they  can  not 
be  considered  the  offspring  of  the  Canadian  movement,  as  are  those 
in  Massachusetts,  yet  in  a  sketch  such  as  this  they  can  not  be  disre¬ 
garded.  According  to  the  last  report  the  17  credit  unions  had  a 
membership  of  517,  $73,624.66  had  been  loaned  out  tc  members,  and 
there  was  a  total  of  assets  over  liabilities  of  $1,317.93. 

CONSTITUTION  OF  THE  BANKS. 

As  has  been  said  already,  M.  Desjardins  after  long  consideration 
selected  the  Luzzatti  system  as  the  one  to  follow  in  his  experiment 
at  transplanting  a  system  of  cooperative  banking  to  the  North  Amer¬ 
ican  Continent.  Luzzatti  had  learned  cooperation  from  Schulze- 
Delitsch  in  Germany  and,  while  revering  his  master,  he  had  seen  the 
drawbacks  of  the  German  system,  which  was  a  very  complex  one, 
relying  on  an  elaborate  system  of  management,  and,  as  its  distin¬ 
guishing  feature,  unlimited  liability  of  members,  a  feature  shared  in 
common  with  the  Raiffeisen  agricultural  banks.  Signor  Luzzatti 
knew  that  such  a  system  would  be  unacceptable  in  Italy,  more  espe¬ 
cially  the  unlimited  liability,  a  risk  which  no  Italian  would  dream  of 
assuming.  The  type  of  bank,  therefore,  which  Signor  Luzzatti 
evolved  in  Italy,  although  owing  its  inspiration  to  the  work  of  the 
German  master,  was  practically  a  new  type  with  all  liability  of  mem¬ 
bers  strictly  limited  to  the  amount  of  the  shares  subscribed. 

M.  Desjardins  has  gone  even  further,  borrowing  from  the  United 
States  the  idea  of  the  withdrawable  capital  found  in  the  uncapital¬ 
ized  savings  banks  of  the  New  England  States,  where  there  is  no 
capital  stock,  the  funds  being  provided  by  the  depositors  to.  whom 
the  right  to  withdraw  their  money  at  will,  after  a  short  notice  has 
been  given  to  the  banks,  is  secured.  In  the  Desjardins  system  the 
working  capital  is  composed  of  shares  and  deposits — 

the  difference  between  them  being  more  of  a  moral  character  than  a  practical  one,  so 
far  as  the  member  is  concerned;  for  his  liability  is  the  same  in  either  case,  his  shares 
and  his  deposits  being  alike  withdrawable  just  as  are  the  deposits  in  an  ordinary 
banking  depository.  The  distinction  between  a  share  and  a  deposit  is  that  the  former 
is  made  up  of  savings  with  a  view  of  meeting  future  contingencies  more  or  less  remote, 
a  kind  of  time  deposit,  while  the  latter  is  money  put  aside  for  almost  daily  use,  like 
the  bulk  of  funds  put  in  banks  and  withdrawable  by  check.2 


1  Third  Annual  Report  of  Jewish  Farmers’  Cooperative  Credit  Union,  printed  in  the  Jewish  Farmer, 
November,  1913. 

2  The  Canadian  Banking  System,  by  Joseph  French  Johnson:  Publications  of  the  National  Monetary 
Commission.  Appendix  B,  “Cooperative  peoples  banks  of  Canada,”  by  M.  Alphonse  Desjardins. 
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It  will  thus  be  seen  that  this  privilege  of  withdrawing  all  that  a 
member  has  put  into  the  bank,  both  in  shares  and  deposits  is  one 
that  in  a  community  little  used  to  the  intricacies  of  finance  and  sus¬ 
picious  of  all  forms  of  banking  would  be  indispensable.  M.  Desjar¬ 
dins  has  frequently  stated  that  among  the  French-Canadian  element 
the  unlimited  liability  of  Schulze  would  be  unthinkable,  the  limited 
liability  of  Luzzatti  unacceptable,  and  his  own  system,  which  prac¬ 
tically  amounts  to  an  abolition  of  all  liability  whatsoever,  the  only 
practicable  form.  On  this  point  M.  Desjardins  is  very  insistent,  and 
rightly  so,  since  his  system  has  been  frequently  misunderstood  and 
even  misrepresented  by  authorities  on  cooperative  banking  in  Europe, 

I  who  have  consistently  described  it  as  an  exact  facsimile  of  the  Luz¬ 
zatti  model. 

The  shares  of  $5  each  may  be  paid  for  in  50  weekly  installments  of 
10  cents  each,  and  in  addition  an  entrance  fee  of  10  cents  is  charged 
to  each  new  member,  these  fees,  added  to  a  levy  of  20  per  cent  of  the 
net  profits  of  each  year  being  applied  to  the  building  up  of  a  reserve 
fund,  which  is  lodged  with  one  of  the  ordinary  banks. 

This  rest  fund,  in  *an  organization  such  as  this,  is  of  the  very 
greatest  importance,  since  it  serves  to  take  the  place  of  the  non- 
withdrawable  capital  of  a  differently  organized  bank.  Speaking  on 
this  subject,  M.  Desjardins  in  an  address  at  Boston  compared  this 
reserve  of  20  per  cent  with  the  minimum  of  one-eighth  or  the  maxi¬ 
mum  of  one-fourth  of  1  per  cent  kept  by  the  savings  banks  from  the 
net  profits  accumulated  as  a  guaranty  fund  until  such  fund  reaches 
5  per  cent  of  the  deposits  as  prescribed  under  the  law  of  the  State  of 
Massachusetts.  The  State  of  Maine  provides  that  this  fund  must 
amount  to  10  per  cent  of  the  deposits  and  New  York  fixes  the  maxi¬ 
mum  of  the  surplus  at  15  per  cent.  In  addition,  in  the  caisses 
populaires  the  dividends  are  limited  to  a  maximum  of  7  per  cent, 
any  undivided  profits  left  over  after  this  dividend  has  been  paid  going 
to  swell  the  rest  fund.  Besides  the  reserve  fund  each  caisse  after 
the  close  of  the  first  financial  }rear,  commences  to  build  up  a  “provi¬ 
dence  fund”  raised  by  means  of  a  10  per  cent  assessment  on  the 
I  yearly  profits,  which  is  accumulated  until  the  fund  attains  a  maximum 
of  one-half  of  the  yearly  profits  distributed  on  the  paid-up  stock. 
This  providence  fund  is  formed  as  the  first  line  of  defense,  or  it  might 
be  called  an  outer  bulwark  to  the  reserve,  and  is  designed  to  meet 
the  first  attack  of  any  approaching  disaster  which  may  threaten 
the  funds  of  the  bank.  The  reserve  of  funds  on  hand  kept  is  generally 
somewhat  less  than  20  per  cent  of  the  general  assets,  although,  of 
course,  the  percentage  varies  and  sometimes  it  is  found  perfectly 
safe  and  practicable  to  keep  as  little  as  12  per  cent.  M.  Desjardins 
states  that  in  his  practical  experience  at  Levis  he  has  always  found 
that  a  reserve  of  12  per  cent  of  the  general  assets  is  ample  to  meet 
every  demand  of  the  members,  and  that  even  as  low  as  7  per  cent  is 
often  quite  safe. 

The  societies,  of  course,  deal  only  with  their  own  members,  no 
business  of  any  sort  being  transacted  with  the  general  public.  All 
applications  for  loans  must  be  made  to  the  committee  of  credit,  con¬ 
sisting  of  three  members  chosen  by  the  vote  of  the  shareholders. 
It  is  at  the  discretion  of  this  committee  to  grant  a  loan  to  an  applicant 
merely  on  his  simple  note  or  acknowledgment,  but  it  may  also  decide 
that  the  note  must  be  backed  by  one  or  two  other  members  of  good 
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standing  in  the  society.  The  granting  of  a  loan  must,  however,  depend 
far  more  on  the  character  and  good  repute  of  the  borrower  than  on 
his  financial  status,  the  fifty-first  article  in  the  rules  of  the  associa¬ 
tion  laying  it  down  that  the  “committee  must,  above  all,  consider 
and  obtain  accurate  information  with  regard  to  the  honor,  the  spirit 
of  order,  the  activity,  honesty,  and  ability  of  the  borrower,  for  such 
are  the  chief  warranties  exacted  by  the  association.”  In  every  case 
the  use  to  which  it  is  proposed  the  loan  should  be  put  must  be  plainly 
stated  and  if  the  committee  does  not  consider  it  compatible  with  the 
aims  of  the  society  in  promoting  productive  enterprise,  or  if  it  is  of  a 
frivolous  character,  the  application  may  be  refused,  however  good 
may  be  the  credit  of  the  applicant.  It  is  generally  found  that  when  a 
bank  is  founded  in  a  new  district  a  good  deal  of  misapprehension  is 
encountered  as  to  the  real  aims  of  the  bank  in  granting  loans,  and 
many  applications  of  an  uneconomic  character  are  made,  such  as 
loans  to  take  holidays,  purchase  fine  clothes,  etc.,  but  that  soon  the 
members  grasp  the  point  of  view  of  the  directors,  and  thus  an  edu¬ 
cative  influence  becomes  apparent.  In  every  case  small  loans  are 
preferred  to  large;  that  is  to  say,  the  more  humble  borrower  is  helped 
before  his  richer  neighbor,  the  reasons  for  this  policy,  which  is  con¬ 
sistently  followed  in  every  association,  being  first,  the  desire  to  help 
the  poorer  members  of  society;  secondly,  the  consideration  that  the 
small  borrower  very  often  has  no  other  avenue  of  credit  save  the 
undesirable  one  of  the  pawnshop,  while  the  larger  man  can  usually 
obtain  accommodation  from  the  bank;  and  thirdly,  the  fact  that 
usually  smaller  sums  are  more  readily  repaid  than  larger  ones,  and 
therefore  constitute  a  smaller  risk  than  would  larger  and  perhaps 
somewhat  more  profitable  loans.1 

It  has  been  found  better  to  intrust  the  fixing  of  the  rate  of  interest 
to  the  committee  of  credit,  as  frequently  a  very  undesirable  result 
ensued  from  the  fixing  of  the  rate  by  the  general  meeting,  namely, 
that  the  majority  of  the  shareholders,  not  being  borrowers,  were 
prone  to  fix  the  rate  at  a  high  rather  than  at  a  low  figure,  which 
would  benefit  them  as  shareholders  and  depositors,  but  was  hardly 
in  the  best  interests  of  the  man  who  is  really  the  most  important 
figure  in  the  whole  concern,  namely,  the  borrower.2 

In  every  case  of  granting  a  loan  the  convenience  and  advantage 
of  the  borrower  is  considered  before  that  of  the  bank,  and  a  wide 
latitude,  according  to  the  circumstances  of  the  case,  is  given  as  to 
the  manner  and  time  of  repayment.  The  installment  plan  for  the 
amortization  of  the  loan  is  always  encouraged,  and  its  advantages 
impressed  on  the  borrower.  An  interesting  and  significant  point  is 
that  these  installments  may  be  paid  in  as  deposits  and  allowed  to 
draw  the  current  rate  of  interest  until  the  whole  sum  has  been  col¬ 
lected,  or  the  installments  may  be  applied  directly  to  reducing  the 
debt,  interest  only  being  charged  on  the  unpaid  portions  from  the 
time  which  elapses  from  the  granting  of  the  loan  until  each  installment 
is  paid.  Many  most  interesting  stories  are  told  of  the  character  of  the 
business  done.  A  particularly  pleasing  one,  which  admirably  shows 

1  During  the  13  years  that  the  Caisse  Populaire  of  Levis  has  been  doing  business  the  following  number 
of  loans  under  $100  have  been  made:  Under  $10,  750;  $20-$25, 1,167;  $25-$50,  1,252;  $50-$75,  609;  $75-$100, 
722,  while  over  2,000  loans  of  sums  in  excess  of  $100  have  been  made. 

2  Address  of  M.  Desjardins  before  the  Twentieth  Century  Club  of  Boston.  Reprinted  in  Labour  Ga¬ 
zette,  Ottawa,  July,  1909. 
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the  excellent  results  achieved,  may  be  cited  from  the  Levis  branch. 
A  young  seamstress,  in  need  of  a  sewing  machine,  was  called  upon  by 
an  agent  from  one  of  the  manufacturers  of  these  instruments,  who 
in  his  persuasive  ways  almost  induced  her  to  purchase  one  from  him 
on  the  installment  plan.  At  the  last  moment,  however,  she  bethought 
herself  of  the  caisse,  and  to  it  she  took  her  application  for  a  loan 
wherewith  to  buy  the  machine,  which  was  readily  granted.  With 
the  proceeds  of  the  loan  she  purchased  the  machine  from  the  agent, 
paying,  however,  spot  cash,  and  receiving  in  consequence  the  dis¬ 
count.  In  less  than  nine  months  she  had  repaid  the  whole  loan  to 
the  caisse,  and  by  borrowing  from  the  caisse  instead  of  purchasing 
from  the  company  on  the  installment  plan  her  total  saving  on  the 
whole  transaction  was  no  less  than  $15.15. 

Another  instance,  given  by  M.  Desjardins  when  giving  evidence 
before  the  committee  in  1906,  is  also  interesting.  He  says  that  two 
young  men,  brothers,  one  an  employee  in  a  shoe  factory,  the  other  a 
carpenter,  came  to  him  and  said,  “We  are  offered  a  great  chance. 
We  have  the  opportunity  of  buying  a  house  on  very  easy  conditions. 
We  hope  to  marry  and  settle  down  and  would  like  to  be  alongside  one 
another,  and  this  house  is  divided  into  two,  which  would  suit  us  very 
well.  The  only  difficulty  is  that  we  have  not  the  $200  that  the 
vender  asks  us  as  a  cash  payment  on  the  purchase  price,  so  we  came 
to  you  and  ask  if  the  society  will  be  rt,ady  to  loan  us  the  $200.  We 
have  no  real  security  to  give,  the  house  standing  as  security  for  the 
seller.  We  can  not  offer  anything  but  our  good  reputation,  and  per¬ 
haps  our  mother  may  come  in  and  give  her  signature  for  us  as  well.” 
The  board  unanimously  agreed  to  sanction  the  loan,  and  the  money 
was  advanced  to  the  young  men.  In  less  than  eight  months  the 
money  was  repaid.  The  young  men  were  so  delighted  and  so  encour¬ 
aged  that  they  worked  almost  night  and  day  to  clear  off  the  indebt¬ 
edness. 

Just  such  instances  of  a  like  nature  might  be  multiplied  indefinitely, 
all  the  merest  commonplaces  to  any  student  of  the  working  of  the 
cooperative  banks  in  Europe,  but  the  more  striking  and  illuminating 
when  it  is  realized  that  these  benefits  were  conferred  on  inhabitants 
of  the  New  World. 

BY-LAWS  OF  THE  LEVIS  CAISSE  POPULAIRE. 

It  would  not  be  out  of  place  to  note  some  of  the  by-laws  of  the 
association  at  Levis,  which  sliow  very  clearly  the  real  character  of  the 
organization.  The  objects  of  the  association  are: 

1.  To  protect  its  members  against  reverses  of  fortune,  by  teaching  them  the  benefits 
of  wise  and  providential  measures,  based  on  mutual  assistance  and  cooperation,  and  in 
particular  by  instilling  and  developing  in  them  the  taste  for  and  the  constant  and 
energetic  practice  of  economy  on  the  most  modest  scale. 

2.  To  aid  them  by  a  wise  and  provident  system  of  credit  in  the  shape  of  loans  and 
advances,  the  proposed  employment  whereof  must  be  communicated  to  the  society, 
be  approved  by  it,  and  be  in  accordance  with  the  spirit  in  which  it  is  founded. 

3.  To  enable  persons  devoid  of  fortune,  but  who  are  honest  and  laborious,  to  form 
part  of  the  association  by  granting  them  facilities  for  paying  up  their  shares  in  the 
capital  stock  by  means  of  very  small  weekly  installments. 

4.  To  secure  the  practice  of  the  Christian  and  social  virtues  that  mark  the  good 
citizen,  the  honest,  laborious,  and  honorable  worker,  by  exacting  above  all  moral 
warranties  of  the  highest  order  from  the  shareholders  who  borrow  from  the  association. 

S.  Doc.  580,  63-2 - 2 
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5.  To  teach  the  members  respect  for  their  engagements,  and  also  the  advantages 
inevitably  derived  by  those  who  faithfully  fulfill  the  obligations  they  have  under¬ 
taken. 

6.  To  combat  usury  by  means  of  cooperation  by  providing  all  who  are  deserving  with 
the  money  required  to  carry  on  their  business. 

7.  To  create  and  foster  mutual  confidence  between  shareholders  by  means  of  eco¬ 
nomic  relations  based  on  the  security  of  warranties  of  a  high  character. 

8.  To  procure  them  gradually,  by  persevering  efforts  toward  securing  economy  and 
consequently  a  just  measure  of  credit,  that  economic  independence  which  inspires 
and  fosters  the  feeling  of  personal  dignity  and  convinces  one  of  the  need  of  relying 
above  all  upon  oneself  to  improve  one’s  position  and  raise  oneself  in  the  social  scale. 

From  these  extracts  it  will  be  readily  seen  that  the  caisses  populaires 
have  grasped  very  thoroughly  the  true  spirit  of  cooperation,  namely, 
the  social  and  spiritual  side,  as  being  far  more  important  than  the 
merely  financial.  The  history  of  cooperation  on  both  sides  of  the 
border  has  not  been  any  too  inspiring.  Men  have  forgotten  that 
mere  pecuniary  gain  was  not  the  aim  and  object  of  cooperation;  the 
straining  after  dividends,  the  distractions  of  politics,  the  disruptive 
curse  of  internal  dissensions,  all  have  combined  to  wreck  too  many 
enterprises  in  cooperation,  started  with  enthusiasm  and  ended  in 
quarreling,  disaster,  and  the  jeers  of  the  enemies  of  cooperation. 

It  will  be  of  interest,  perhaps,  at  this  point  to  notice  very  briefly 
an  excellent  article  in  the  American  Economic  Review  for  March, 
1914,  by  Prof.  Lewis  IT.  Haney,  of  the  University  of  Texas,  entitled 
“Farm  credit  conditions  in  a  cotton  State. ”  In  criticism  of  the  law 
recently  enacted  by  the  State  of  Texas  allowing  for  the  inauguration 
of  credit  unions,  modeled  on  the  law  in  Massachusetts,  he  makes  the 
following  observations : 

1.  No  limitation  is  put  upon  the  area  or  maximum  number  of  members  embraced 
within  a  group.  This,  together  with  unlimited  capital  and  dividends,  leaves  large 
opportunity  for  loose  profit-seeking  operations. 

We  may  note  that  in  the  Desjardins  system  in  Quebec  the  amount 
of  capital  to  be  held  by  each  member  is  strictly  limited  ($3,000), 
although  presumably  the  total  capitalization  of  the  caisse  is  unlimited. 
The  area  in  Quebec  is  limited  to  an  electoral  district;  dividends  are 
also  limited.  The  total  number  of  members  is  unlimited. 

2.  The  law  might  well  be  more  specific  in  the  matter  of  qualifications  for  member¬ 
ship.  No  emphasis  is  laid  upon  character  and  integrity. 

We  may  compare  here  the  very  careful  selection  of  members  in 
Quebec.  (See  sec.  3  of  by-laws  of  Caisse  Populaire  de  Levis.) 

3.  It  is  not  specified  that  loans  should  be  made  for  production  purposes. 

The  committees  of  credit  in  Quebec  are  very  careful  on  this  point. 

4.  No  provision  for  borrowing  by  the  association  is  made,  and  no  relation  is  estab¬ 
lished  between  reserve  and  loans.  The  latter  point  is  of  capital  importance;  the  pur¬ 
pose  of  a  reserve  “guaranty  fund”  is  to  serve  as  a  security  for  loans,  and  it  should  be 
fixed  in  proportion  to  liabilities.  I  believe  that  all  profits  should  be  carried  to  reserve 
until  the  desired  proportion  of  liabilities  is  attained. 

The  regulations  with  regard  to  reserve  and  providence  fund  under 
the  Quebec  regime  should  be  noted  in  this  connection. 

5.  No  central  organization  is  provided. 

II ere  Prof.  Haney  and  M.  Desjardins  disagree,  the  latter  not  finding 
a  central  organization  necessary. 

We  therefore  see  that  with  the  exception  of  one  trifling  difference 
of  opinion  in  the  matter  of  limitation  of  membership,  and  of  the  last, 
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which  is  unimportant,  Prof.  Haney’s  criticisms  of  the  Texas  law  is  in 
striking  accordance  with  the  theories  and  practice  of  the  Desjardins’ 
system  in  Canada. 

MANAGEMENT. 

With  regard  to  the  management  of  the  different  caisses  populaires 
it  must  be  carefully  noted  that,  with  the  exception  of  the  manager, 
who  is  generally  a  paid  employee,  all  the  supervision  of  the  business 
is  done  gratuitously  by  a  system  of  three  committees.  These  three 
boards  or  committees,  namely,  the  board  of  administration,  the  com¬ 
mittee  of  credit,  and  the  committee  of  supervision,  are  elected  at  the 
general  meeting  of  the  association,  each  committee  being  distinct,  and 
no  member  of  the  society  is  allowed  to  serve  on  more  than  one,  with 
the  exception  of  the  chairman  of  the  board  of  administration,  who  is 
also,  ex  officio,  a  member  of  the  committee  of  credit,  in  order  that  he 
may  be  able  to  keep  the  board  of  administration  fully  posted  in  all 
that  is  decided  in  the  committee  of  credit — an  exceedingly  important 
consideration  when  it  is  considered  that  it  is  the  latter  committee  that 
controls  the  funds  of  the  association  in  the  first  instance. 

The  board  of  administration,  consisting  of  from  five  to  nine  mem¬ 
bers,  half  of  whom  retire  every  }rear,  exercise  a  power  of  general  super¬ 
vision  and  control  over  all  the  affairs  of  the  society.  Tv  ithin  the  pur¬ 
view  of  its  activities  lies  the  admission  and,  if  necessary,  the  expulsion 
of  members  :  transfer  of  shares;  the  dividing  of  the  profits  on  the  year’s 
working,  if  any  remain  after  their  disposal  according  to  the  rules 
of  the  association;  approval  or  suggestion  of  any  amendments  to  the 
by-laws;  approval  of  an  increase  in  the  number  of  shares  capable  of 
being  held  by  or  the  amount  to  be  loaned  to  any  single  member; 
appointment  of  the  manager  and  any  other  officials,  and  the  exercise 
of  all  the  necessary  administrative  powers  not  specially  delegated  to 
the  two  other  boards. 

Hie  committee  of  credit  is  concerned  exclusively  in  dealing  with  the 
various  applications  for  loans  submitted  to  it  through  the  manager. 
It  is  within  its  discretion  to  make  regulations  determining  the  con¬ 
ditions  upon  which  loans  are  granted  with  regard  to  the  security  ex¬ 
acted  and  rate  of  interest  charged.  Tire  committee  must  be  unani¬ 
mous  in  the  granting  of  any  loans,  and  the  applicant,  if  dissatisfied 
with  its  decision,  lias  the  right  of  appeal  to  the  board  of  administra¬ 
tion,  whose  decision  is  final.  The  members  of  the  committee  of  credit 
are,  by  a  self-denying  ordinance,  themselves  precluded  from  borrowing, 
either  directly  or  indirectly. 

The  third  committee,  that  of  supervision,  forms  a  permanent 
board  of  supervision  and  audit.  In  M.  Desjardins’s  words,  “It  is  the 
general  meeting  sitting  en  permanence  alongside  the  officers  chosen 
to  administer  the  affairs  of  the  society.”  The  committee  has  the 
right  of  suspending  the  operations  of  the  association  until  the  situa¬ 
tion  is  revised  by  a  general  meeting  of  shareholders. 

ADVANTAGES  OF  THE  SYSTEM. 

The  really  great  advantages  of  such  a  system  lie  often  not  in  the 
amount  of  business  done,  but,  as  M.  Desjardins  is  always  most  care¬ 
ful  to  point  out,  in  the  great  social  services  which  such  institutions 
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perform  in  the  various  communities  in  which  they  operate.  To  sum 
up  the  advantages  of  the  system,  we  can  not  do  better  than  follow 
M.  Desjardins  in  his  Boston  speech,  his  conclusions  being  as  follows: 

First.  The  speaker  pointed  out  the  cardinal  fact  that  in  the  con¬ 
stricted  area  in  which  the  banks  work  saver  and  borrower  are  in 
the  closest  proximity.  He  went  on  to  say: 

Unlike  the  ordinary  or  official  savings  banks  they  have  not  a  mere  slot  in  their  wall 
through  which  to  receive  money,  but  a  mouth  wherewith  to  give  advice  and  a  heart 
wherewith  to  feel.  In  their  keeping  depositors  or  members  may,  so  to  speak,  see  their 
money,  see  it  safely  held,  see  it  laid  out  profitably  in  the  locality,  benefiting  the  dis¬ 
trict  and  producing  more  money,  whereas  elsewhere  it  disappears  to  go,  no  man  rightly 
knows  where,  to  the  great  money  markets. 

Second.  Being  administered  by  people  of  the  local  population’s  own 
choice  the  confidence  of  everyone  is  soon  won.  This  ability  to  com¬ 
mand  local  confidence  is  of  the  greatest  assistance  in  drawing  local 
capital.  M.  Desjardins  says  that  a  banker  stated  in  conversation 
with  him  that  none  of  the  Canadian  chartered  banks  could  secure  to 
the  same  degree  the  confidence  of  small  folk,  the  hoarders  of  coin. 

Third.  This  proximity  between  borrower  and  lender  leads  to  a  very 
exact  knowledge  on  the  part  of  the  bank  authorities  of  their  clients, 
and  to  their  being  able  to  wield  a  salutary  influence  over  them  either 
as  members  of  the  same  labor  union  or  as  coresident  in  the  same 
town  or  city  ward. 

Fourth.  Their  power  of  making  very  small  loans,  and  of  helping 
the  very  humblest,  through  a  knowledge  of  local  and  individual  needs, 
and  through  their  settled  policy  of  always  giving  the  preference  to  the 
humblest  demands. 

Fifth.  Their  ability  to  work  very  cheaply,  very  often  quite  gratui¬ 
tously,  thus  enabling  them  to  give  credit  cheaply. 

Sixth.  Their  retention  of  local  capital  and  all  profits  thereon  for 
the  borrowers  and  depositors. 

Seventh.  Their  potency  in  putting  an  end  to  all  usury. 

In  conclusion  we  may  say  that  M.  Desjardins  believes  most 
thoroughly  in  a  policy  of  decentralization.  He  maintains,  as  indeed 
do  all  cooperations  of  practical  experience,  that  successful  cooperation 
must  be  primarily  and  characteristically  a  local  movement,  each 
bank  standing  fair  and  square  upon  its  own  foundation.  There  is  no 
central  organization  among  the  group  of  caisses  populaires  in  Quebec ; 
any  attempt  at  such  a  federation  or  central  association  would  be 
absolutely  out  of  keeping  with  the  spirit  of  M.  Desjardins’s  work. 
State  aid  of  any  sort  or  description  is  equally  repugnant  to  the  ideas 
of  the  founder,  who  declares  that  while  he  lives  and  has  any  influence 
any  offer  of  State  assistance  or  State  interference  would  be  rejected. 

It  would  be  very  wrong  to  suppose  that  the  caisses  populaires  are 
in  any  way  opposed  to  the  interests  of  the  regular  banks.  They  act, 
on  the  contrary,  as  excellent  feeders  to  them,  by  teaching  their 
humble  clientele  the  benefits  of  banking,  and  also  by  depositing  their 
reserves  in  the  regular  banks.  In  the  Province  of  Quebec  the  char¬ 
tered  banks  of  Canada  have  actually  made  headway  in  the  rural 
districts  since  the  inauguration  of  the  cooperative  scheme. 

There  can  be  no  doubt  that  the  movement  is  fraught  with  great 
possibilities  for  expansion  among  the  more  humble  members  of 
society.  When  compared  with  the  slow  progress  made  by  similar 
movements  in  other  lands,  the  expansion  in  the  North  American 
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Continent,  dating  really  no  farther  back  than  1906,  is  truly  phenom¬ 
enal,  and  shows  that  the  spirit  of  cooperation  is  universal,  and  that, 
modified  to  meet  the  needs  and  idiosyncrasies  of  different  races  and 
continents,  the  work  of  the  great  leaders  of  the  movement  in  Europe 
will  be  found  capable  of  being  transplanted  and  extended  to  still 
wider  fields,  until  the  usurer  has  been  finally  stamped  out  and  the 
improvident  taught  the  lesson  of  thrift. 

Besides  the  articles  already  mentioned  very  little  has  been  written 
on  this  subject.  The  Government  blue  book  published  in  1907  at 
Ottawa,  containing  M.  Desjardins’s  evidence,  is  by  far  the  best  and 
fullest  account  of  the  movement,  as  it  was  then.  A  small  pamphlet 
by  M.  Desjardins,  La  Caisse  Populaire,  is,  published  by  L’Ecole 
Sociale  Populaire,  Montreal. 
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